
Nursing Home Payment System 
Appendix 11 
Page 5 of 5 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

on will be limited to the5 .  	 a. ReturnEquity - Return on equity equity of the 
facility'sownerwhendeterminingallowableleaseexpense.Return on 
equitywill be limitedto10%. For thepurposeofdeterminingallowable 

expense, will be computed in accordancelease equity with PRh4-15 
principles. The allowable base will be determined by monthly averaging of 
theannualequitybalances.Thebasewill be increased by theamountof 
paid up principal in a period but will be reduced by depreciation expense in 
that period. 

b. 	 Item 398Dofthe1987Appropriations Act (asamended),effective April 8, 
1987eliminatedreimbursementofreturnonequitycapitaltoproprietary 
providers for periods or portions thereof on or after July 1 ,  1987. 

$2.1. LeasesapprovedpriortoAugust 18, 1975. 

A. 	 Leasesapprovedprior to August 18,1975, shallhave the terms of thoseleaseshonoredfor 
reimbursement throughout the duration of the lease. 

B. 	 Renewalsandextensions totheseleasesshall behonored forreimbursementpurposesonly 
when the dollar amount negotiated at the time of renewal does not exceed the amount in 
effect at the termination date of the existing lease.No escalation clauses shall be approved. 

C. 	 Paymentsofrentalcostsforleasesreimbursedpursuant to 52.1.A.above shall be allowed 
whether the provider occupies the premises as alessee, sublessee, assignee, or otherwise. 
Regardless of the terms of any present or future document creating a provider's tenancy or 
right of possession, and regardless of whether the terms thereof or the parties thereto may 
changefromtimetotime,futurereimbursementshall be limitedtothelesser of (1 )  the 
amount actually paid by the provider, or (2) the amount reimbursable by DMAS under these 
regulations as of the effective date this amendment. In the event extensions or renewals are 
approved pursuant to subsection B of this section, no escalation clauses shall be approved or 
honored for reimbursement purposes. 

$3.1. Nothing in this Section shall be construed as assuring providers that reimbursement for rental costs 
will continue to be reimbursable under any further revisions ofor amendment to these regulations. 
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COST REIMBURSEMENT LIMITATIONS 
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3 1 . 1 .  Foreword. 

A. 	 Theattachedinformationoutlinesoperating,NATCEPsandplantcostlimitationsthatare 
not referenced in previous sections of these regulations. 

B. All oftheoperatingcostlimitationsarefurthersubjecttotheapplicableoperatingceilings. 

9 1.2. Fees. 

A. Fees.Directors' 

I .  	 AlthoughMedicaid does notrequireaboardofdirectors(Medicarerequiresonly an 
annualstockholders'meeting),theProgramwillrecognizereasonablecostsfor 
directors' meetings related to patient care. 

3. 	 It  is not theintentof DMAS toreimburseafacilityfortheconductofbusiness 
related to owner's investments, nor is it the intent of the Program to recognize such 
costs in a closely held corporation where one person owns all stock, maintains all 
control, and approves all decisions. 

3 .  	 Toreceivereimbursementfordirectors'meetings,thewrittenminutesmustreflect 
the name of the facility for which the meeting is called, the content and purpose of 
the meeting, members in attendance. the time the meeting began and ended, and the 
date. If multiple facilities arediscussedduring ameeting, totalallowabledirector 
fees, as limited herein. shall be pro-rated between such facilities. 

3.  	 Bonafidedirectorsmay be paid an hourlyrateof $125 up to a maximum of four (4) 
hourspermonth.Thesefeesincludereimbursement for time. travel,andservices 
performed. 
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5 .  	 Compensationtoowner/administratorswhoalsoserveasdirectors.shallincludeany 
and director's fees paid, subject to the above referenced limit those set forth in these 
regulations. 

B. MembershipFees. 

1. Theseallowablecostswill be restrictedtomembership in health careorganizations 
andappropriateprofessionalsocietieswhichpromoteobjectives in theprovider's 
field of health care activities. 

9. 	 Membershipfees in healthcareorganizationsandappropriateprofessionalsocieties 
will be allowed for the administrator. owner, and home office personnel. 

3 .  	 Comparisonswill be made withotherproviderstodeterminereasonablenessofthe 
numberoforganizationstowhichtheproviderwill be reimbursedforsuch 
membership and the claimed costs,if deemed necessary. 

C. ManagementFees. 

1 .  	 Externalmanagementservicesshallonlybereimbursed if theyarenecessary,cost 
effective, and non-duplicative of existing NF internal management services. 

2. 	 Costs totheprovider,baseduponapercentageofnet andor  grossrevenues or other 
variationsthereof,shallnot beanacceptablebasisfor reimbursement. If allowed, 
managementfeesmust be reasonableandbaseduponratesrelatedtoservices 
provided. 

3. 	 Managementfeespaidtoarelatedpartymay be recognized by theProgramasthe 
owner's compensation subject to administrator compensation guidelines. 

4. 	 A managementfeesserviceagreementsexistswhenthecontractorprovidesnon­
duplicative personnel, equipment, services, and supervision. 
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\_ .  	 .A consultingserviceagreementexists when thecontractor providesnon-duplicative c' 

supervisory or management services only 

6. 	 Limits n i l 1  be based upon comparisons with othersimilarsizefacilities and/or other 
d m a s  guidelines and information. 

Effective for all providers' cost reporting periods ending on or after October I ,  1990, 
n perpatient dayceiling for all fullservicemanagementservicecosts shall be 
established.Theceilinglimitationforcostreportingperiodsending or1 orafter 
October 1, 1990, through December 3 1, 1990, shall be the median per patient day cost  
asdetermined frominformationcontained in themostrecentcostreports for all 
providers with fiscal years ending through December 3 I ,  1989. These limits \vi11 be 
adjustedannuallybyaConsumerPriceIndexeffectiveJanuary 1 of eachcalendar 
year to be effective for all providers' cost reporting periods ending on or after that 
date. The limits will be published and distributed to providers annually. 

D. Pharmacy ConsultantsFees,Costs \vi11 beallowed totheextenttheyarereasonable and 
necessary. 

E .  physical (For services.)Therap!. Fees. outside Limits are based upon current PRbl-I 5 
guidelines. 

F. Inhalation Fees. (For outside serv ices  Limits based current PRLl-ijTherapy are upon 
guidelines. 

G .  	 medicalDirectors'Fees.Costs \vi11 beallowedup tothe established limitper !.car to the 
extent that such fees are determined to be reasonable and proper. This limit will be escalated 
annually by the CPI-U January 1 of each calendar !.ear to be effective for all providers' cost 
reporting periods ending on or after that date. The limits will be published and distributed to 
providers annually. The following limitations apply to the time periods as indicated: 

Jan. 1, i988 - Dec. 31, 1988 $6.204 
Jan. I ,  i9S9 - Dec. 3 1, 1989 $6,625 

physical occupational and therapy14. 	 Reimbursement for therapy, therapy, speech-language 
servicesshallnot be providedforanysumsthattherehabilitationprovidercollects, or is 
entitled to collect, from the N F  or any other available source, and provided further, that this 
amendmentshall in no waydiminishanyobligation of the NF to DMAS to provide its 
residents such services, as set forthin any applicable providera,-reenlent. 

1.3.  PersonalAutomobile. 

A , 	 Use of personalautomobiles when relatedtopatientcare \vi11 be reimbursed at themaximum 
of the allowable IRS mileage rate when travel is documented. 
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5 1.4. Seminarexpenses. 

These expenses will be treated as allowable costs, if the following criteria aremet: 

A .  	 Seminarmust be relatedtopatientcareactivities,ratherthanpromotingtheinterest of the 
owner or organization. 

must be supportedB. Expenses by: 

1. Seminarbrochure, 

2. Receiptsforroom,board,travel,registration,andeducationalmaterial. 

C. 	 Onlythecostof two persons per facilitywill be acceptedasanallowablecostforseminars 
which involve room, board, and travel. 

9 1.5.Legalretainerfees. 

DMAS will recognize legal retainer fees if such fees do not exceed the following: 

LIMITATIONS SIZE BED 

0 - 50 $1 00.00 per month 
5 1  - 100 $150.00 per month 
101 - 200 $200.00 per month 
201 - 300 $300.00 per month 
301 - 400 $400.00 per month 

The expense to be allowed by DMAS shall be supported by an invoice and evidence of payment. 

9 1.6. Architect fees. 

Architect fees will be limited to the amounts and standards as published by the Virginia Department 
of General Services. 

Approval Date 10-01-90DateNO. 10-
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5 1 .7  Administrator/ownercompensation 

DMAS ADMINISTRATOWOWNER COMPENSATION SCHEDULE 

BED SIZE 

1 - 75 
76 - 100 
101 - 125 
I26 - 150 
151 - 175 
I76 - 200 
201 - 225 
226 - 250 
25 1 - 275 
276 - 300 
301 - 325 
326 - 350 
351 - 375 

376 & over 

JANUARY 1, 1989 - DECEMBER 3 1. 1989 

ALLOWABLE MAXIMUMNORMAL FOR FOR 3 OR MORE 
ONEADMINISTRATORS 

32,708 49.063 
35,470 53,301 
40,788 61,181 
46,107 69,160 
5 1,623 77,436 
56,946 85,4 15 
60,936 9 1,399 
64,924 97,388 
68,9 15 103,370 
72,906 108,375 
76,894 1 15,344 
80,885 121,330 
84,929 127,394 
89,175 133,763 

These limits will be escalated annually by the CPI-U effective January 1 of each calendar year to be 
effectiveforallprovider'scostreportingperiodsending on or afterthatdate.Thelimitswill be 
published and distributed to providers annually. 
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$ I .S 	 Kinetic Therap! 
ForspecializedcarereimbursementeffectiveDecember 2,  1996. a limitationperpatient day 011 

kinetic therapy shall be established based on historical data*. This limit shall be reviewed annually 
by January 1 of each calendar year, and compared to actual cost data, then revised if appropriate. to 
be effective for all providers' cost reporting periods ending on or after that date. The limit will be 
published and distributed to providers annually. I t  shall be: 

December 1, 1996 - December 3 I ,  1997 S102.00 day 

*NOTE: DMAS will gather data over time from provider cost reports, supplemented from other industry sources, on 
prices of kinetic therapy equipment. From this data DMAS will developa trend factor to be applied to the base 
amount. 
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APPENDIX IV 

CLASS RESOURCE COST ASSIGNMENT. 

COMPUTATION OF SERVICE INTENSITY INDEX AND 


CEILING AND RATE ADJUSTMENTS TO THE PROSPECTIVE 

DIRECT PATIENT CARE OPERATING COST RATE 


ALLOWANCE FOR INFLATION METHODOLOGY 

BASE "CURRENT" OPERATING RATE 
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